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REPORT OF THE PRESIDENT 


It is particularly gratifying to report to you on the 
Company's 1971 financial position, because it has 
been one of the most successful years in our 
history. 


Total Company sales in 1971 increased by 9.4% 
over the previous year, to an all-time high of 
$249,000,000, exclusive of inter-company sales. 


Every division of the operation contributed to this 
growth. Our new ventures especially have justified 
the investment placed in them. 


Operating profits for the year reached the highest 
level in the Company’s history. Net profit after 
taxes, for all divisions, was $2,485,594. This figure 
represents an excellent improvement of 43% over 
the previous year. 


his desirable position largely reflects the marked 
impetus of sales activity which began at the sec- 
ond quarter of the year. A more buoyant situation 
in all our operations was sustained throughout the 
remainder of the year, as the general economy of 
the country gained health and as interest rates 
were lowered. 


Inflation, however, is not being contained. In- 
creases in productive output are not being gener- 
ated to offset the level of wage increases which 
are being granted. The result has meant more un- 
employment supported by government subsidy in 
some form, which in turn must be paid for by 
increased taxation. 


Business generally is blamed to the same extent 
as labour for fanning the fires of inflation with in- 
creased prices. It has been an unfortunate tradition 
in the food industry, however, that the return on 
sales of less than 1% is extremely modest. And 
virtually every industry today is experiencing a 
decline in the rate of return on invested capital. 


The business viewpoint in 1971 was characterized 
by a growing concern for future opportunities of 
expansion in what is still referred to as a free 
economy. We are faced with a proliferation of 
government control. We have seen measures and 


entanglements introduced by government depart- 
ments which constrict and slow the normal activity 
of business. 


The concern is made even more profound when 
business appears to have no voice in government. 
It is apparent that many of the judgments that are 
being made against business by political forces 
have been prepared by technicians, few of whom 
have had any contact or contest in business dy- 
namics. The anxiety of business is not relieved by 
the government's shuffling of cabinet ministers 
from one shadow to another as an ultimate solu- 
tion to the aforementioned problems. 


One of our most difficult challenges is getting in- 
terested and enthusiastic new people in our em- 
ploy. Here again, we see the destructive influence 
of welfare state policies, which erode and alienate 
the attitude of potential employees towards pro- 
ductive endeavour. As well, there is a continuing 
pressure of influence from mass media, who too 
often paint business as the evil of today’s society. 
In fact it is the entrepreneurial energy and en- 
deavour of business that maximizes the oppor- 
tunity for expanded employment and affluence and 
provides a better community life for all. 


Growth is our formula and we must grow with 
people. Kelly, Douglas now employs 4,500 people 
in its diversified operations. This is 3,000 more jobs 
than our Company provided in 1960. These people 
of Kelly, Douglas are the success of our Company 
and we acknowledge their heavy contribution at 
the close of another year. 


The confidence that shareholders have placed in 
our Company reinforces our efforts for continued 
growth. Every possibility for expansion into new, 
related or complementary areas, where profits can 
be generated is always in mind and under review. 


To the Board of Directors, whose efforts have been 
diligent and tireless, may | express our appreciation 
for the manifest concern they have shown in the 
Company's affairs. 


ES aD 


prarcl en 


Victor F. MacLean, President. 


NABOB FOODS 

The efforts of our Nabob Manufacturing Division 
have been rewarded by an increase in sales and 
profits over the previous year. Growth was real, 
rather than inflationary, in the sense that com- 
modity prices generally had few increases. Our 
strong position in this division is a tribute to 
Nabob’s excellent marketing organization. 


Sales of products carrying the Nabob brand name 
accounted for the major improvements. Our con- 
stant emphasis on consistent high quality con- 
tributed heavily to the growth of our ground coffee 
share of market. This product retains its strength 
as the largest selling brand of ground coffee in 
Canada. 


A variety of new food products continue to add 
sales growth in the Manufacturing Division and 
certainly justify the research and development ap- 
plied to them. 


Squirrel Peanut Butter maintained its position as 
the leading brand sold in the four western prov- 
inces. 


Commodity costs are a major factor in Nabob’s 
operating success. While minor reductions oc- 
curred in some items, the rise in the cost of sugar, 
for example, contributed to a cost-price squeeze 
on many items like jam, fruit crystals and jelly 
powder. The overall outlook for Nabob in 1972 Is 
one of continued growth. 


WHOLESALE DIVISION 

1971 marked a year of expansion in our Wholesale 
Division. Sales were up 8% over 1970 and oper- 
ating profits exceeded both the previous year and 
projections. 


New branch facilities were commenced during the 
year at Cranbrook and in the rapidly growing 
Prince George area. These branch operations, re- 
placing outmoded premises, comprise 110,000 
square feet and will distribute groceries, produce 
and frozen foods. Our branch operations are now 
geared for terminal units enabling each branch to 
utilize computer advantages to increase speed, 
efficiency and consumer convenience. 


We are confident of steady improvement in our 
Wholesale Division in the coming year. 


RETAIL DIVISION 

The Super-Valu chain experienced steady growth 
in 1971, although competition was intense. Sales 
expanded to bring the chain an improved share of 
the British Columbia market. 


Super-Valu has a total of 83 stores throughout the 
province. Fifty are corporate operations. Thirty- 
three are owned and operated by British Columbia 
merchants. During the year we closed five stores, 
remodelled several and opened five new outlets, 
all in major shopping areas in fast-growing com- 
munities. 


Three new stores are planned for the first half of 
1972, again, all situated in large shopping centre 
complexes: Whitehorse, Guildford, and Surrey 
Place. Further additions and extensive remodelling 
will occur in the latter half of the year. 


Super-Valu’s image is one of top quality plus a 
strong emphasis on freshness In perishable depart- 
ments; on-the-premise baked goods, hot take 
home foods, customer restaurant service. Our 
stores offer large general merchandise depart- 
ments, the latest in new products and convenience 
items for the home. 


METEOR MEATS 


Expanded facilities and our successful catering 
operations were responsible for a substantial in- 
crease in volume and a proportionate increase in 
profits in our block-ready meat division. High 
standards of quality control were maintained with 
this increased volume. 


CATERING DIVISION 

Catering is a bell-weather of our Company as it is 
the first division to notice signs of economic re- 
covery, through growth patterns of new industry. 


While adverse weather had some effect on our 
Cal-Van Canus operation, 1971 proved a stronger 
year than the one previous. Costs of services, Sup- 
plies and labour remain tough task-masters on 
profit. New contract opportunities for 1972 appear 
excellent. The only concern will be the possibility 
of delays from contract settlements of the general 
construction trades and the forest industry. 


FOREMOST FOODS 

It's a pleasure to report on the activity of this new 
division, which began production in the latter part 
of 1970. 


We have been able to recover some expected 
opening losses and also to correct early operating 
problems. Sales for 1971 have exceeded our ex- 
pectations and Foremost produced a profit. The 
Division offers a wide variety of products — fresh 
milk and cream, 27 lines of ice cream, cottage 
cheese and recently introduced 10 new flavours 
of yogurt. 


Foremost now enjoys excellent acceptance as a 
top quality brand. Its program is geared totally for 
retail stores and the outlook Is for further penetra- 
tion of both our own corporate and affiliated 
stores. 


WESTERN COMMODITIES 
Western Commodities continues to grow and ex- 
pand sales and profits. The forecast for the year 
ahead is excellent for this general merchandise 
importing brokerage division. 


CLOVERDALE AND MONARCH PAINTS 

Inclement weather, as well as a slow moving 
economy affected our Paint Division and we suf- 
fered substantial declines in the first half of 1971. 


By the end of the year, however, reasonable in- 
creases In both sales and profits were achieved. 
Four new branch outlets were opened during the 
year. The amount of profit these new stores can 
generate is affected by the balance between in- 
creased fixed costs of startup and the time re- 
quired to develop supporting sales volume. Some- 
times this takes three years. 


The resurgence of the economy is providing a 
noticeable improvement in our overall sales in this 
division, although we are experiencing slight de- 
lays in receiving basic materials. Wax volume and 
sales of protective coatings and stains in the forest 
product area are up and with new personnel and 
a steady upgrading of standards, the forecast is 
for a successful year ahead. 


FAIRVIEW FARMS 

Our modern egg operation is showing steady im- 
provement. Over-production in 1971 in most pro- 
ducing areas required additional promotional act- 
ivity and had a depressing affect on profit margins. 
It is hoped that some stability in inter-provincial 
trade may develop from the Federal Government's 
approved framework for co-ordination of Provin- 
cial Marketing Boards. 


DICKSON’'S IMPORTING 

All nine branches in the four Western provinces 
improved their sales to restaurants and obtained 
a greater share of that market. Healthier profits 
were achieved from the rising sales volume in 
coffee, tea and allied products. Projections for 
1972 are excellent and we are particularly opti- 
mistic about this division’s contribution. 


ISAACS PHARMACY 

The Company operates a chain of 13 drug units 
throughout British Columbia. These Isaacs outlets 
experienced severe pressure on sales and profits 
in 1971 as aggressive new competition endeav- 
oured to establish in the province. Some stability 
is foreseen for 1972 and with new stores planned, 
we see an improved position ahead. 


This cut lumber has had the ends sprayed with Cloverdale ‘end paint” for protection in rail and ocean shipping. 
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The above photograph illustrates the Ram River Gas Processing Plant constructed for the Aquitaine Company of Canada Limited 


by The Ralph M. Parsons Company Ltd., the prime contractor. Our [Industrial Catering Division handled this project which involved 
in excess of 900 construction workers. 


New products and recipes are professionally tested in the 
modern Nabob Test Kitchen at Lake City. 
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STRAWBERRIE? 


Geared totally for retail stores, our Foremost Foods Division offers a wide range of top quality dairy products. Included are some 
of the 27 different varieties of ice cream, 10 new flavours of yogurt and a variety of fluid milk products. 


New additions to the fast-growing Super-Valu chain are part of our continuing growth pattern. This is an artist's conception of the 
exterior design of some of our proposed new stores. 


One-stop shopping is becoming the rule, rather than the exception for today's customers. Super-Valu's new stores will be very large, 
capable of displaying thousands of diversified items and specialized services. 


Bold new designs for Super-Valu and Nabob trucks create instant recognition 
and awareness as they move throughout the province. 


KELLY, DOUGLAS & COMPANY, LIMITED and subsidiary companies 
(Incorporated under the laws of British Columbia) 


CONSOLIDATED BALANCE SHEET DECEMBER 25, 1971 


December 25, December 26, 
ASSETS 1971 970 
(in thousands) (in thousands) 
Current: 
CAST sccale ce ela esi Stee bo Ste i ester iceman ae $ 2,745 Su 2eFA9 
Accounts receiwable i ee ee 10,291 ee 
Inventories: (NOte2): asia eee ee a ee 25,920 25,423 
Prepaid-expenses.: ..i.acictee ce dunes oe eee An 337 588 
Totakcument-assets = - 3 cee ee 39,293 37,843 
Properties held for resale, at cost (note 3).......................... 3,649 3,034 
Fixed: 
Buildings machinery and ec ulnment, cl.cOSi- 3). 1s ee eee 34,493 Bee by Ae: 
ess accumulated depreciation (nite: 4s nee, ee ee ee ee 17,971 16,060 
16,522 15,268 
BE 16 iiags dao @)c) Sun MaNre Anca Nae WN oa Teo ag ohne) Pent ty Wasi ae. un main, aac SS ba 1,361 ee NN: 
17,883 16,509 
Other: 
Deferred: charges and accounts veceiwable oes. eta ae eee 1,132 829 
SUNDA INVESTMENIS cos He le eee oe oe ree tear eee 104 103 
Unamortized debenture: disCOUunt: 77.5 aac ee ee en eee 44 51 
Excess of cost of shares of subsidiaries over the value of their net 
tangible: assets. at dates<of acquisition) Gole: 5) Sos tee a 1,034 
1,280 Z,ONF 
ON BEHALF OF THE BOARD: 
Victor F. MacLean, Director 
C. M. Humphrys, Director 
$62,105 $59,403 


(See accompanying notes) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current: 
Ben iWoebtedness (Ole O56 9. a a a a ee ee 
PreMikes sCeeOlanCeS ee re ee es ee ee He ee 
PeCOuNs Dayapie-and accrued Charges. 3 3s. 36. ive ees 
Cure me DOMiIOn-OL (ONG tenn: Gels SS ss as 
m@OIne [axes DAVdDIO ea eke ee 
TOtAMmOULeNt HaDIITIOS 21. Socks i ae ea 


PONC-ternmy debt ole 0) A a eo ee 


Deterred NnCOMEG taxeS: ==... 3 ee a 


Miniority interest in subsidiary companies......................... 


Share capital (note 7): 
Authorized — 


20,000 4%2% cumulative redeemable preference shares 
par value of $100, redeemable at par 


2,000,000 cumulative participating Class “A” shares without par value 
3,000,000 Class ‘’B” shares without par value 

Issued — 
fp DUM Oy eC eSS so /\) SOLES 5 ls ee oe ee 
fp ORI 92 C16SS - SIOCS i ee 


Betained Carmmings.(001e GS) =. Bees ee ees ee 


December 25, 
1971 


(in thousands) 


$ 1,110 
9,500 
17,077 
722 

938 
29,347 


6,532 


978 


2,645 
1,636 
4,281 
20,967 
25,248 
$62,105 


December 26, 
1970 


(in thousands) 


$ 6,110 
6,100 
14,403 
2,427 
338 
29,378 


4,942 
994 


30 


2,645 
1,636 
4,28) 
19,778 
24,059 
$59,403 


KELLY, DOUGLAS & COMPANY, LIMITED and subsidiary companies 


CONSOLIDATED STATEMENT OF INCOME 


for the fiscal year ended December 25, 1971 1971 1970 
___-inthousands) in thousands) 
SAIS Pace Sachs eae rahe oe oat create ane te ee oe nr ee An ge ba $249,194 c S2 24,1 06 
Income trom operations before: the folowing < . ose uils eee eee $ 11,976 SS 988+ 
Deduct: 
Depreciations(nOte 4) cece. ee oa a aha se eisai a a cee cera Soe ee 2,421 207, 
Leaserpayments: (note: O) nek ey Seas VS eee 3,296 2,111 
interest ——long-téetm debt. oie ee ck coe le reeds Se ee 393 504 


ceed © <1 Se TN Cree oybe Ine ihet PUB eee han ae SPAN raha ad BOON iy 5c 
Minority interest in losses of subsidiary companies..................... 


Income before income taxes and extraordinary item...................0.. 
IICOMIO TAKES fatal Ge a EN eA re Aah caine co sel dee i oar ae a 
Income: before extraOndinany Vlei 5 oie ce igs 0 ae ce eee a ee 
Extraordinary item: 

Exchange gain (net of $40,000 income taxes) 

arisingstrom: Noating-of ine, Canadidn dollakwie. 1 022 ar ea eee 

NeTUNCOMG ti e:6 oe satin eee rie armies gee Reet eae Sie een Nae a ihe eee ava 
Earnings per Class “A” and “’B” share: 

Income: Defore-extra ord raryolteny Wico as sete enna eee etn a aie oe ee ea 

IN © TTICO ITC rs oe ac ee SNe EN Ses EE tet ew cere aot eI Re 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


for the fiscal year ended December 25, 1971 1971 1970 
(in thousands) (in thousands) 
Retained earnings Deginningroutiscalyeal cece ys ne ce ti ee ee $ 19,778 
NOE FACOG Esra aig ere RR tag a A eS 0 eee Ge 2,485 
22,263 
Dividends on Class. “A; “shares: (MOtee7 ) au escent ecm a re eee ae 262 


Retroactive adjustment to reflect write-off of excess of cost of 
shares of subsidiaries acquired to December 26, 1970 over the value 
of their net tangible assets at dates of acquisition (note 5)............. 


263 
S19 778 


Retained earnings end of fiscal year (note 8)=. 193.5. 2249 a 


(See accompanying notes) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 25, 1971 


1. Account reclassification 
: Certain minor changes have been made in the 1970 comparative statements in order to conform the classification with that followed in 1971. 
2. Inventories 1971 1970 
Inventories consist of: 
Finished goods, valued at the lower of cost and net realizable value. .................... $22,071,000 $21,094,000 
Raw materials, valued at the lower of cost and replacement cost.....................00.. 3,849,000 4,329,000 
$25,920,000 $25,423,000 
3. Properties held for resale 
It is the company’s policy to assemble properties for future expansion. When the development of any location is completed, the property is sold 
under a lease-back arrangement. 
4. Depreciation 
Depreciation is provided on a straight-line basis over the estimated useful lives of assets at the following rates: 
Buildings 2%2% and 5% 
Machinery and equipment 10% to 20% 
Automotive 20% 
Leasehold improvements over life of lease 
Maximum capital cost allowance is claimed for income tax purposes and appropriate provision is made for deferred income taxes. 
5. Goodwill 


The company has adopted the policy of other companies with which it is associated with respect to the treatment of the excess of cost of shares of 
subsidiaries over the fair value of net tangible assets at date of acquisition (goodwill). This has been accomplished in the following manner: 


a) Allexcess in respect of subsidiaries acquired prior to the 1971 fiscal year has been written off by way of a retroactive charge to retained earnings. 


y such excess in respect of subsidiaries acquired after the end of the fiscal year will be amortized on a straight line basis over a maximum of 
twenty years by annual charges to income (in the case of one subsidiary acquired in 1971 there was no such excess requiring amortization). 


. Long-term debt 


Long-term debt consists of: 1971 1970 
6% sinking fund debentures, Series “A” maturing November 1, 1977; 


anhnualastnking Umneumnstalment 1! O OOO Ore sees eee None) ett, onal Recs a he ia dae $ 1,600,000 $ 1,700,000 
Demand note payable bearing interest at prime rate plus 1% with scheduled 
GUaKtenlVele pay mMentShOte sie: 520 OO. ian ats See EMO NN Sola ene Seed, Oh NA UBS te cle aie 2,125,000 2,625,000 
5%% notes payable maturing September 22, 1973 to June 15, 1974 
Queso 27063000) (bamkets-acee tam Ces) eae ee chee ech ah aes oy ee eos cee cas 2,127,000 
3% note payable, maturing January 1, 1971 (U.S. $1,689,650) (banker's acceptances). ... 1,711,000 
NOLES RMON Age Sram G TOtIe leer na ener cre Weert mcr er alse tate gnce wads) vy au Mea ingt Gans. 1,419,000 1,351,000 
7,271,000 7,387,000 
Less: 
DepenturessouromasecauiOmsinking fUMGsOUNDOSES ae nem ene So acst Otic coun se 17,000 18,000 
IAStAlMe TitSe CLUS VVILEA) NIN@ MCa Va teers eters cree cnt ot cere ee) eee Ie ate ees 722,000 2,427,000 
739,000 2,445,000 


KELLY, DOUGLAS & COMPANY, LIMITED and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (cont'd) 


6. 


10. 


ale 


Long-term debt (cont'd) 
Instalments on long-term debt due in each of the next five fiscal years are: 


1972—$ 722,000 1975 — $664,000 
1973— 1,174,000 1976— 268,000 
1974— 2,360,000 


The greater part of consolidated accounts receivable and inventories is pledged as collateral security against bank indebtedness. 


. Share capital 


The Class “A” shares entitle the holders thereof to fixed, cumulative, preferential cash dividends of 25¢ per share per annum payable quarterly. Any 
further dividends on the Class A” and Class “B” shares shall be paid firstly to the Class ‘‘B” shareholders to the extent of 25¢ per share per annum 
plus the amount (if any) by which 25¢ exceeds their dividends in the preceding year, and thereafter in equal amounts per share to the Class “A” 
and Class “’B” shareholders. 


The Class “A” shares are non-voting except in the event of default in payment of six quarterly dividends. 


The issued Class ‘“B” shares as shown in the consolidated financial statements have been reduced by 41,133 shares held by a consolidated subsidiary 
and the paid up capital thereon by $41,133 the cost of the shares to the subsidiary. 


. Retained earnings 1971 197 
Appropriated as ‘capital surplus” on redemption of preference shares. .................-2.. $ 774,000 $ 774,000 
Bake) ] 0) ge) 9) diciove a teentatarmn te eae tani pee see een Wey era CON e a 3 AN ak y te mia tee mele se 20,193,000 19,004,000 

$20,967,000 $19,778,000 


. Long-term leases 


In addition to the buildings owned and occupied by the companies, manufacturing plants, distribution centres and retail stores are occupied under 
lease agreements, the majority on a long-term basis (in excess of five years). Also, long-term leases have been entered into on additional stores 
which are sub-leased to independent operators and other lessees. 


As at December 25, 1971 the rentals under long-term lease agreements are payable as follows: 


For the five -vearsendingsyDecenmbens lS LG es oe cea Perera ee $15,442,000 
For the five:years ending December gOS ee eee, he ue nice oy tical perce eres aT Ne gee gr 13,899,000 
For the:-tive years ending December St 19S Orr a eect ey ila eres CR ne ree Ra a 12,315,000 
For the five:years.ending: Decemibers3 TOS 1 sas he ee ess usesencts cued ci se pose eo eaten yg ye 9,651,000 
For the-tivesyears. ending Decembem Sih 1:99.02 ae cene esi secrcas ccs oo oye eslleaesneeg es nes a ree erec 4,400,000 
Subsequent to: December S15 1,99 Oic\ ee eo resis, Gs esses ese ee wee TEE ee er 144,000 

$55,851,000 


Directors’ remuneration 
During the fifty-two weeks ended December 25, 1971 aggregate remuneration of directors amounted to $210,000 (1970—$208,000). 


Commitments and contingent liabilities 


Contractual commitments for capital additions amounted to $950,000 and contingent liabilities consisted of guarantees in the amount of $107,000 
as at December 25, 1971. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


for the fiscal year ended December 25, 1971 


1971 1970 
(in thousands) (in thousands) 
Source: 
Operations — 
Beet R le eee et eee ee co eo wie Gee nls Poa sen ee Pa eS $2,485 $1,738 
Charges (credits) not resulting in an outlay (receipt) of funds: 
EV YEV TS STOLANS Tae Sec Pes 0 ba raged A ee eg 2,421 221007. 
STOO MNCOME MA KOS oi err eh IN ce vo, wo wgtars wee wees (16) 276 
Net (Gail )nlOss. Of disposal OfxXed aSsetse. o.. elec oe has we (59) 63 
Gain on disposal of properties held for resale...................... (82) (31) 
EO MIZatlOM- Or CODENIUTE CISCOUNT. 2 his a psc cc csp ode ees cee eee 7 W 
Minority interest in losses of subsidiary companies................. (7) (32) 
4,749 4,128 
PeOCeeds 1hOM) GISPOsal Of TIXEG ‘ASSCIS es ic evil ecb les eves 556 742 
Proceeds from properties sold for leaseback =.) jo. cee cee ec ee ee 997 2,493 
Preeceds wom issue Of long-term, debt. 262k ve ee ee 2,387 Sa Z 
Capital contributions attributable to minority interests. ................. 34 
8,689 8,709 
Application: 
Increase in deferred charges and accounts receivable. .................. 307 3 
ere ent OmOny eli) Geol sais cite hi ws Ob une wae Soe haw 797 4,033 
mubenace-O1 OrOpertics Meld TOPfeSale. i: wie wesc cs Gace pene ee oe ees 1,804 1,441 
Pee aS CONIC MASS US ete aoc Ales ines goede bee eles as a hens 4,014 3,/62 
Pease Or SUNG IMVESLIMONIS scace eo ose kines ok oleae Pa ee wk las 1 44 
Excess of cost of shares of subsidiaries acquired during the year over 
tne-yajue or thelr -net.tangible assets (note: De. eke. 2 oud vee 118 
Purchase of minority shareholders’ interest in subsidiary. ............... 23 
Dividends on Class “A” shares......... REE IE PI PAE SMe tas sialic 262 263 
7,208 9,664 
iierease. (decrease) My WOrking Capital 56sec eo Seva Bee ae ee aes ses 1,481 (9.55)) 
WiOLKIAG Capital beginning of Tiscalyear. 2 ook ss oy iw da ee We ces 8,465 9,420 
UG IGhoCaplLa CMC OlmISCale VCOre by ese oe le oe Ms 6 auch Peck 2 Gow wee a $9,946 $8,465 


(See accompanying notes) 


AUDITORS’ REPORT 


To the Shareholders of 
Kelly, Douglas & Company, Limited: 


We have examined the consolidated balance sheet of Kelly, Douglas & 
Company, Limited and its subsidiary companies as at December 25, 1971 
and the consolidated statements of income, retained earnings and source 
and application of funds for the fiscal year then ended. Our examination 
included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 25, 1971 and the 
results of their operations and the source and application of their funds 
for the fiscal year then ended, in accordance with generally accepted 
accounting principles. These principles, except for the change in account- 
ing for goodwill (which we approve) referred to in note 5, have been 
applied on a basis consistent with that of the preceding fiscal year. 


V AG d 
He eas: Cd Ge 


Morey EO alan 


KELLY, DOUGLAS & COMPANY, LIMITED and subsidiary companies 


10 YEAR HISTORICAL SUMMARY 


FINANCIAL RATIO AND VALUES (thousands of dollars) 


Sales A/C 
Current to Av. Receive. Working 
Fiscal Year Ratio Inventory  (Av.)—Days Capital 
1971* (full year) 1.34-1 9.7 14 $9,946 
1970 e294 9:3 tS 8,465 
1969 1.41-1 9.7 14 9,420 
1968 (39 weeks) 1.44-1 10:5 14 8,866 
1968 (43 weeks) 1.40-1 10.8 14 W339 
1967 (full year) deeithat Ae. 14 3) We) 
196652022 38 1.4 7-1 ele? 14 6,964 
1965 167-1 10.0 18 7,441 
19642 = os lay te 10.6 V2 UL AUS 
OG Si. eae 1.48-1 10.1 $e 5,636 
*Effect of goodwill write off 
OPERATING (thousands of dollars) 
Net Operating *Rental 

Fiscal Year Sales Income Payments 
1971 (full year) $249,194 SAaleaeal $3,375 
1970 ; DLT TESS 8,716 DTA 
1969 211,660 7,656 2,445 
1968 (39 weeks) 150,828 6,063 (4 
1968 (43 weeks) 153,965 5,790 AOI. 
1967 (full year) VIS 522 1 OL Sy 
19665 6: 154,424 6,148 1,552 
1965 130,418 5,205 1,392 
1964 119,281 4,624 1,308 
1963 113,049 3,982 Peto) 
*/ncluding Stores Subleased to Independent Operators. 
OPERATING RATIOS AND VALUES *Rent & Deben- 

Operating ture Interest Net 
Fiscal Year Margin Coverage Margin 
1971 (full year) 4.46% 3220 1.00% 
1970 3.82 3:03 BO 
1969 3.61 3.46 RAO) 
1968 (39 weeks) 4.02 3.80 1.00 
1968 (43 weeks) 3.76 3.46 88 
1967 (full year) 4.15 3.80 1205 
1966 es re 3.98 3.65 1.00 
1965 3.99 3.40 BO 
1964 3.88 Cus 90 
1963 Sp 3.1.0 .80 


*/ncluding Stores Subleased to Independent Operators. 


Increase 
4.9% 
6.5 
6.3 
6.6 
7.8 
93 
6.6 
7.6 
6.6 
5.6 

(4.3) 


Shareholders’ 
Cash Flow 


$4,749 
4,128 
3,260 
2,890 
2,704 
3,749 
3,161 
2,414 
2,128 
1842 


Dividends 

Per Class 

“A” Share 
$.25 
125 
i225 
te) 
19 
25 
TAS 
29 
DAS 


Net Shareholders’ Investment 
Property & Total $ Per 
Equipment Assets Total Share 

$17,883 $62,105 $25,248 $9.61 
16,509 59,403 24,059 9.16 
Mey oa /Z 53,833 22,584 8.60 
13,923 47,823 215252 8.09 
11,949 A OS. 19,946 7359 
11,750 39,598 18,501 7.04 
10,319 SoMtou, 16,930 6.44 

8,296 28,848 14,729 6.04 

7,786 27,423 13,674 5.61 

8,609 28,189 T2205 5.26 

(1,034) (1,034) (39) 

Debenture Depreciation Income Net 
Interest Provided Taxes Income 
$ 99 S247 S27735 $2,485 

102 ZAOW. 1,998 1,738 

qa 2,003 (E508 1,594 

83 1,348 1,618 1,503 
97 1,433 12325 1,358 

126 1,605 1,871 1,833 

130 1,288 1,630 1,548 

138 1,061 1,348 1,266 

145 1,013 1,085 1,073 

150 963 830 904 
Return on 

Average Earnings Cash Flow 
Equity Per Share Increase Per Share 
10.07% $.95 43.9% $1.81 

TELS 66 8.2 1.58 

Vee 7, 61 7.0 1.24 

SS 57, 9.6 eno 

8.54 poy (10.0) 1.03 

10235 © 18.6 1.43 

9.78 59 13:5 120 

8.91 52 18.1 .99 

8.110 44 18.9 87 

IRA) Sy (13.9) 81 
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KELLY, DOUGLAS & 
COMPANY, LIMITED 


Interim Report for 
24 week period ending 


June 12, 1971 


KELLY, DOUGLAS & 
COMPANY, LIMITED 


We are pleased to report that for the 24 
week period ended June 12, 1971, your 
Company’s sales continued their upward 
trend and totalled $107,048,000, an in- 
crease of 4.18 per cent from the compar- 
able period last year. 

Our net profit amounted to $724,000 after 
taxes. This is 11.16% less than the com- 
parable 1970 period and reflects the many 
difficulties we faced in the first quarter of 
this year. Sales and earnings began to 
accelerate upwards in our second quarter 
and all divisions are showing encouraging 
gains. 

The revival of confidence in the general 
economy, especially noticeable in the up- 
surge of activity in British Columbia's con- 
struction industry, indicates favourable 
progress for the months ahead. A bene- 
ficiary of this is our catering division which 
reversed its downward trend in the early 
part of the year and is enjoying a healthy 
resurgence in sales and profits. 

Your Company will also benefit from the 
fact that all major labour agreements have 
been settled for approximately two years. 
The retail, wholesale, dairy, catering, paint 
and manufacturing divisions are all pro- 
jecting satisfactory results. We anticipate 
a modest improvement in earnings for the 
balance of the year. 


VICTOR F. MacLEAN, 


panel Cer 


President. 


August 17, 1971. 


(unaudited) 


PROFIT 


Sale of products and services 
Profit from operations before the following 
Deduct: 
Depreciation 
Payments on long-term leases 
Interest—Long-term debt 
—Other 


Profit before income taxes 

Income taxes 

Net profit before minority interest 

Minority interest in losses of subsidiary companies 
Net profit from operations 

Extraordinary profit on revaluation of Canadian dollar 
Net profit for the period 


Per Common Share 
Net profit from operations 
Net Profit 

Net Margin 


SOURCE AND APPLICATION OF FUNDS 


SOURCE OF FUNDS 
Net profit for the period 
Depreciation 
Proceeds on issue of long-term debt 


APPLICATION OF FUNDS 
Retirement of long-term debt 
Dividends paid 
Net increase in properties held for resale 
Net additions to Fixed Assets 
Net changes in Deferred Accounts 


Increase in Working Capital 
Working Capital at beginning of period 
Working Capital at end of period 


CONSOLIDATED FINANCIAL STATEMENTS 
24 Weeks Ended June 12, 1971 


1971 


1970 


(in thousands of dollars) 


$107,048 $102,745 

4,230 4,126 

1,080 942 

1,254 1,086 

179 225 

322 355 

2,835 2,608 

1,395 1,518 

701 807 

694 711 

30 28 

724 739 

iM 76 

CU iy ede! $ 815 
SOS CHE Mes: 
S28 Syrest 

68% 79% 

Su OA Sh 815 

1,080 942 

581 885 

a 3o5 2,642 

501 3,617 

131 131 

423 603 

Wo7 1,204 

356 (11) 

2,138 5,544 

247 (2,902) 

8,465 9,422 


